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FARMER'S 1949 INCOME TAXES*

••

Who Must File a Federal Income Tax Return
Every person whose gross income during the year is $600 or more
MUST file a return even though µo tax is due. Gross income is total income (subject to tax) before any expenses are deducted.

Date Return is Due
lf at least two-thirds of your gross income is from farming and your
business year starts January 1, you have two choices. Either,
(a) File your return and pay the tax on or before January 31, 1950;
or
(b) File an estimate of your tax and pay this amount by January 15,
1950, then file your return and pay any balance due by March 15,
1950.
If your business year does not start January 1, you may file your
return and pay the tax within 31 days after the end of your business year ;
or you may file an estimate within 15 days and a return within 21/2 months
after the end of your business year.

Forms Needed
Obtain from the Collector of Internal Revenue or from your local post
office or bank, two copies of each of the following forms. One copy is for
your own records. It is good _b usiness to keep a C<?PY of all returns filed.
(a) Form 1040 F. To summarize the farm income and expenses and
to compute the farm profits.
(b) Schedule D (File with Form 1040). To show gains and losses
from sales of property used in the business, such as dairy cows
and farm equipment.
(c) Form 1040 and instruction pamphlet. To list the farm profit
from Form 1040 F ; to list other items of income and personal
deductions; and to figure the tax due. The 16-page instruction
pamphlet "How to Prepare Your U. S. Income Tax Return"
accompanying Form 1040, should be carefully read. This publication is designed to supplement the instruction pamphlet and
not duplicate it.
-

Ellw,

• Prepared by I. F. Hail, Wisconsin, Chairman; L. H. Barnes, Ohio; E. II.
Michigan; A. M. Nichter, Indiana; and Luke M. Schruben, Extension Service, USD.
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( d) Form 1040 ES. To declare an estimate of your tax. This form ia
not needed if you file your return within 31 days after the end
of your business year.
(e) Forms 1099 and 1096 for use in reporting the payment of $600
or more in wages to individual workers. Form 1096 and Form
1099 to be filled out and forwarded to the Bureau of Internal
Revenue, Processing Division, Country Club Station, Kansas City
2, Missouri, by February 15, 1950. A copy of Form 1099 should
be sent to each worker.

Reporting on Cash or Accrual Basis
Farmers may keep their records and report on either the "Cash Receipts and Disbursements Basis", or "Accrual Basis." Those who never
filed a return before have the option of using either basis providing adequate records have been kept. Those who have filed before have established a basis for filing and cannot change to the other without the consent
of the Commissioner of Internal Revenue.
Over a period of years, the accrual basis of accounting usually results
in a more uniform taxable income than the cash basis. Livestock breeders
and feeders, grain farmers and growers of fruit, vegetable and other cash
type erops that may be stored and sold in the next year, may find it desirable to use the accrual basis of reporting rather than chance the possibility
of having to pay tax on income from the sale of crops and livestock produced prior to but sold during the taxable year along with the current
year's production. On farms such as dairy and poultry farms, where the
income is relatively constant from year to year, the cash basis may be a8
satisfactory as the accrual basis.

Cash Receipts and Disbursement Basis

•

.W hen the cask basis is used farm income includes all cash or value of
merchandise or other property received during the taxable year but does
not include value of products sold or services performed for which payment was not received during the taxable year. It includes receipts from
(1) the sale of all items produced on trudarm, and (2) profits from the
sales of livestock and other items which have been purchased, aside from
sales treated as capital assets. Allowable deductions include those bm1i ness
expenses which were paid during the year regardless of when they were
.L,ncurred. Other allowable deductions include depreciation on depreciable
.ems. When filing returns on the cash basis, the use of Form 1040 F is
required in computing net farm profits.
[ 3]
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Acc1,ial Basis

Whefi the accrual basis is used, farm income includes all income earned
during the taxable year from the sales made during that year regardless of
when payment is received. In addition, it includes increases of inventory
values of livestock, crops, feeds, produee, etc., at the end of the year compared to the beginning of the year. Allowable business expenses include
all operating costs incurred during tke taxable year, whether paid or not,
plus any decrease in i'l'l;1Jentory values of livestock, c.r ops, feeds, produce,
etc., at the end of the year compared to the beginning of the year. Complete inventories of livestock, crops, produce, feed, and supplies are required for reporting on the accrual basis. They are not required for the
cash basis of accounting.
A record of all farm business receipts and expenditures, together
with a list of all depreciable items and a record of annual depreciation is
essential for tax reporting .on either basis. When filing returns on the
accrual basis, the use of Form 1040 F is optional for computing net farm
profit. In lieu of Form 1040 F, a copy of the farm record summary can
be used.
Gains from the sale of livestock, machinery or other items that can
be treated as the sales of capital assets are not to be reported as a part of
the farm income, in either system of accounting, and should not be entered
on Form·1040 F. Such gains, however, are taxable and should be entered
in "Schedule D (File with Form 1040) ."

:Figuring Depreciation
Depreciation is an estimated operating expense covering wear, tear
and exhaustion of property used in the farm business. Annual depreciation allowances represent that portion of the purchase price or value of
the item when acquired which the owner estimates was used up during the
current tax year. The amount to be deducted as depreciation each year
on any item is determined by dividing its purchase price or value when
acquired by the total number of years which the owner estimates the
item would last if he were to keep it throughout its useful life.
There are no "official" or average life expectancies which are recognized as applicable to all farms. It is, therefore, necessary for each taxpayer to estimate the total expected life for each item on which depreciation is to be claimed. Depreciation for the current year only may be deducted. Depreciation which was allowable but not taken in prior years cannot be deducted from income of the current year. Depreciation not prev··
ously claimed must, however, be subtracted from the original basis in dete
mining the gain or loss from the sale or exchange of depreciable property.
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· It is important that the taxpayer be consistent from year to year in
the method used to compute depreciation and in the amount claimed on
each item. Any departure from methods used in prior years and every
change in the amount of depreciation claimed should be explained in the
space provided for "Remarks" at the bottom of the depreciation schedule.
Such statements should give reasons why it was necessary to depart from
methods used to compute depreciation in previous years.
When the estimated life of any depreciable item is either shortened or
lengthened by increasing or decreasing ·its use or by making major improvements, it will be nec€ssary to establish a new, "years of life" and
include the cost of such improvements in the depreciation schedule for
the year in · which the improvements were made. (See "Example of a
Depreciation Schedule.)
Depreciation may be taken on tile, fence, machinery, equipment, and
all farm buildings except the dwelling which is owned and occupied by the
taxpayer until the total cost or value at time of acquisition (less salvage
value) has been recovered. ( See section on "Development Costs" for additional details.) Those who file returns on the cash basis may also take
depreciation on dairy cattle, breeding and work stock which were purchased by the taxpayer. No depreciation is allowed or allowable on any
livestock raised by the taxpayer who files on the cash receipts and disbursement basis, since all costs of raising have been deducted as operating
expenses. Those using this method should list each building, each piece of
machinery, and each animal on which depreciation is to be computed in
the depreciation schedule. Any grouping on Form 1040F should be from
the totaling of a detailed individual list kept current in a . permanent
farm record book.

How to .Put Improvements and New Investments in Old Equipment ·on the Depreciation Schedule
When improvements to existing buildings (new roof, · new foundations, etc.) are made, or when equipment is overhauled to extend its useful
life, the costs of such improvements cannot be deducted as current operatin~ expenses. Such expenditures are classified as investments in capital
items and can only be recovered by depreciation throughout the years of
their useful life.
The new cost of reconditioned buildings and rebuilt equipment may be
determined by adding the unrecovered cost of the item, before the improvement was made, to the cash paid out for materials, parts, and labor
used in making the improvement. After establishing a new life expectancy
on improved structures and equipment, annual depreciation allowances are
computed by dividing the new cost by the number of years of remaining
Although this method of handling such investments is quite satisfac~ry, many farmers find it a little easier to list improvements on old
.uildings and major overhaul jobs on equipment as separate items on

.e.
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the depreciation schedule and leave values, life expectancies, and depr.
ciation allowances on the original buildings and equipment unchanged.
When this method of handling improvements is used, the taxpayer
established a life expectancy and computes the depreciation for each
improvement as a separate item. For examples, see method of handling
new barn roof, new tractor tires, and overhaul on tractor in the following
"Example of a Depreciation Schedule."
EXAMPLE OF A DE~RECIATION SCHEDULE
A (1 )

Item to be
depreciated

Tractor No. 1
Corn picker
Barn # 1

B (2)

Dat.e
purchased
or
acquired

C (3)

Purchase
price or
value when
acquired
$1800

10

$1260

----- ----- --

Jan. 3, 1945

$ 960

6

$1020*

6

$ 820
(traded)

---- --------

Jan.12,1949

----------- -

Jan. 2, 1929

$3200

40

$1600

$ 400

5

--- ----- ----

-- ----- ---- -

--------- --$3180

New roof on
Barn #1

Sept. 4, 1949

$ 600

20

Tires for tractor

1949**

$ 160

5

1040

F

Remaining
portion of
New Item
Estimated
coat at
or
total
b~nning improvement
oft is year pur,chaaed
years
this year
(beg. Inv.
of life
value)

Jan . 10**
1946

Tractor overhauled 1949**

TOTAL

E (6)

D (7)

$7180

-- ---- ----- -

G (9)

H

Dep.
allowable
this year
Col. C
+Col.D

Remaininr
portion o
coat at end
of this year
(Cloain~ inv.
value) ol. E
+F-Col.G .

$180

$1080

---- -------- ----------- $170

$ 850

$ 80

$1520

$ 40

$ 360

$ 600

$ 10

$ 590

$ 160

$ 16

$ 1'4

$1860

$496

$4544

$ 700
$ 400

~~te: Flarurea in () at head of each column correepond with column numbers on depreciation achedule, Form

*Llat price of new picker, $1200; trade-in allowance for old picker, $600: leaving cub ditference paid, $700. Coat
of new corn picker-$700 cash paid plus $820 unrecovered coat of old pi<'ker at time traded •ff or a total of $1020.
"When day and month in _year of acquisition is nut given, only one half the allowable annual depreciation should
be claimed for the full year. When day and month 11 lhown, depre<'iation is prorated on a monthly hula. Depreciation for one half rear was claimed OD the tractor over-haul and tfrel 1fnce the day and month of purchaae WU not
given. One third o a year's depreciation wu claimed for the new roof on the barn becauae the record showed that
It wu lnatalled Septemher•4, 1949.;
The tractor over-haul and new tires are Items that may be treated u repairs or u new Improvement. dependlnl
upon th• Individual farm. The farmer in thl1 example treated theee items u an improvement becaua.e they affected
the eetfmated life of the tractor.
·

Reporting Certain Sales of Livestock
The following instructions state the correct procedure for handling
income, for tax purposes, from the sale of dairy, breeding, and work stock,
at the time this pamphlet goes to press and will be followed by-the Bureau
of Internal Revenue pending judicial decision.
Present regulations permit that under some conditions, only 50 percent of the gain from the sale of dairy, breeding, and work stock needs t o
be included in taxable income. These conditions are: ( 1) you must have
owned the animals for more than 6 months, (2) the sale must have either
reduced the size of the herd or made room for replacements of a differe~
breed or quality of the offspring, and ( 3) the animals must have been i~
use for dair y, breeding, or w ork purposes at the time of sale.
•
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Consideration must also be given to ( 1) sales of other depreciable
property, used in the business (machinery, building, etc.) and (2) loss
through fire, theft, condemnation, etc. (involuntary conversions) of property used in the business and of capital assets held more than 6 months.
If the total gain exceeds the total loss, only 50 percent of the recognized gain or loss is taken into account in computing taxable income. If,
however, the total gain does not exceed the total loss, each gain is fully taxable and each loss allowable is fully deductible. If you have other such
transactions you may wish to discuss them with your Collector of Internal
Revenue, his deputy, or other tax authority.
The following example, which is illustrated in Section 1 of Schedule D,
on page 15 of this publication, demonstrates this type of transaction for
cash basis reporting. (For accrual reporting the only change would be in
connection with the sale of the cows. The beginning-of-year inventory
value would be used in computing profit or loss rather than cost less depreciation.) A farmer began the year with 30 milk cows and bred heifers
and 1 bull. During the year he sold 4 cows and 1 bull and added 3 replacements, reducing his herd by 2 cows. Assume this farmer also sold his
horse-drawn grain binder. These transactions would be entered on the
· above mentioned schedule.
This farmer would consider the two cows which brought the highest
prices as the· ones which reduae the herd. In this example, since one of
the cows was raised on his farm, all the allowable costs for that cow had
been deducted as farm expenses on previous tax returns and the entire
$250 received is considered as a gain. The other cow was purchased for
$125 and the depreciation in prior years was $40. The gain realized on the
purchased cow would be $165 (the original cost of $125 less $40 depreciation taken in previous years subtracted from the sale price of 250.) The
grain binder was sold for $65, which represents a loss of $15 ( $290 cost
minus $210 depreciation claimed in previous years compared with the
sale price of $65.) Since all the gains exceed the losses, all are treated as
involving capital assets and should be entered in the section "(1) Capital
Assets" on Schedule D. The net taxable gain of $200 as figured on Schedule
D is carried over to page 2 of Form 1040 where it is combined with the
income from farm operations.
If the gains are not greater than the losses, the entries would be
made at the bottom of Schedule D, in section 2, "Property other than
Capital Assets" as illustrated below. Assume, for example, that the cows
had both been purchased in 1948 for $600; that a total of $50 depreciation
had been claimed for 1948. In this instance the cow saks would result in
a loss of $50, which is the difference between ·the se1ling price of $500 and
the book value of $550 (the original cost of $600 less $50 depreciation.)
Assume that the grain binder was sold for $90. The profit would be $10 .
li this situation the gain ($10) is not greater than the loss ($50). there•
ore, the gains and losses are entered in full and a net loss of $40 would
. b e carried on page 2 of Form 1040.
[7]

FORM 1040F
(Reviled Aui:ust UM9l
U.S. Treasury Departmeat

ln!emal Rmnue Senice

Pare I

UNITED STATES

SCHEDULE OF FARM INCOME AND EXPENSES
For Calendar Year 19·-···
Or for year beginning ..•. Jl@.~..l, 19..49., and ending Jana.l. ...., 1960..

Fill In Pases 1 and 3
If Your Accounts Are
Kept on a Cash Basia.
Name ...•.....•.. Jam.ea. ..ami.. .de.Da ..Fa.,.....
r _____ - - - - - - - If You Keep Books
on an Accrual Basia
Addreu ······-········
.Jonaarllle..-..State
·--············
··········· and Desire to Uae
Location of farm or farms ...•..2..miies..JlOZ'.th...~ r t l l • · ······
········
·· Thia Form, FIil in
Number of acres In each farm . ...... ... 2()()................•••..................... ............ Pages 2 and 3 lnatead

Attach Thia Form
to Your Income
Tax Return Form
1040 and File It
With the Collector
of Internal Revenue
for Your District

FARM INCOME FOR TAXABLE PERIOD COMPUTED ON CASH RECEIPTS AND DISBURSEMENTS BASIS
L SAU
Kind

or UYESTOCI I.USU
Quantity

Amou nt

l. OTW FAH INCOME

Z. SAU Of r&ODVC£ lAIS£D
Kind

Quantity

Items

Amount

• Cattle•.• oo,r ·......1..... $ ••••• 175. ... .
· Hol'lle9 ..........•. ......•..•.....••...." .•.. ......
Mules........ ... .........••........... -.•.. ·•.•..
Sheep............. ............ .. ............ ......
Swine.:........... .. J~fl ..... .... ~21g.. ......

Graln•.lltutat........6.2.5.. $.. l.2.50.. ......
HaY·-··············
....••....•. .•.....•...•.. ......
Cotton................... ...........................
Tobacco............ .•.•...•..•. ...•.•......•. ......
Potatoes--······
· .......1.6.. ...•....25.. ......
.QalY.aa ..........10 _ ...... 240 . ...... Sugar beets......... ..... :................... ......
·······-·
·········· ............ .....•.....•.. ..•.•. Vegetables................................... ......
Fruits .......•••........•........ ····-·····
· ......
Nu••
............ ......••...... ......
Dnlry products.............•. ....42.0B... .... ..
·Egg•
.• · •..••.•.... _.2.82.. ......
Dees•... .. ...............•................ ........ Meat products... ····---"t---Poultry, dressed................................ .
0

g~·::Gi~t~:::::: : :

•

i'1:Jd'rt1~

Amount

Mdse. rec'd for produce...... $ ••.••••••..... ... ..
Machine wort,.
...••••••...... .....
Hire or teams•..............•.........••••.... . .. .. .
Breeding fees.. ................. . ....•..•••... . .... .
Rent rec'd in crop shares. ... ·······-····
· ..... .
Work off farm .•.......•••..... ....... 2.5 ..
Wood and lumber.....••.... . ...........•....... .
Other forest products...............••...... ... ..
Agricultural program payments. .•.....• _ _ _ _ 1• •••••• .60 .. ..... .
Patronage dividends, If not
reportedelaewbcrcin return.... .... l.5.........
Other (specify):

)al COVl S sold re- WQOI and mo·······-············
··· ...••. ••··· ..... .....•... ......
hair...•....•..- .....•.....•....•••.....••...•..•... Gaa..tax.. r11i\md. .............. l.8........ .
.d\U~~..:th! ...si.u. of:.. hf>rd ...•..

. ~P.oi::t,j.d...i n...S.ch,dule~.D....... .
.(F.ia..witl .F.arm.:(CMO) .... ·-···
••••••••• ToTAL.·... •••...•• :·••

=

Honey .... ·-······............. ·····•·•······
...... .. Fftttd ..baga ....... - ......... ....... .1.2. .. ..... .
Sirup and sugar.. .......•. : ••.....•...•.•........ ····-·······-------•
···········
··· ..... .
Other (specify):
....................••.....•.................••...........

ls...3.686........ ·········T~~~~.·.~~~·.:.~~~~~:: : : $.·.::siiS: :::::: ···········;~~~·:.::::::::::::::::::: $~. ~iia:: ::::::
(F.nter en llne 2 or
rnmmary below)

(F.nter on line I or
summary brfo9.·)

(Enter on llue 3 or
surumory li<'lo w)

C SAlt OF UY£STOCX AND OTHER ITEMS PIIICHASF.D

+--= ===================.=========================
l>rpreclaUon al2. Date
acquired

1 Omss sale, price
(CODlrllct price)

4. Cost or other
basis

:m~!.":"t.=lowed (or a.llo•··
1, 1913

~fn::': :luU.::'nD .t

6. Prollt

~colua,n

.l.R.. h~u,d.. f.ee.d..e.r. ..c.e.ttla ...... ........................ '. . ..1.9.48. .. s..4500......... s.. 2825 ........ s............. ......

$ •••• l~.2.6...... .
....... chi.ck.6ns..., .,_ .. __................... :.... ... ....... ....... 1.9.49... ..... 126... .............
8.4 ..... .
....... bull ................................... ····· ....... ..... ........ . l..!l4.7........310......... ......120.................30. ······....... .220 ..... .
....... cull .. dair~t.:. .c.aw ......... :··········· ·:•............... . l.946. ......110...............200........ ...... ._7.5 . ......... - ...~is.. .... .
................ .....................
................................................................................................ _....... ·····-- -------------- ..................,.. ..... -·--- -·-···---- --·- ---- -·
TOTAL (enter on line 4 or summary below) .... .. . .. ......•....... ... ...... .......•...... .....•........................•.......... $ •••. 191.4.

,o........................... ..........

_·-·-··--

SCMMARY OF INCO~IE AND DEDUCTIONS COMPUTED ON A <:ASH RECEIPTS AND DISBURSEMENTS IASIS

=

Sale of li\·cstock ra i,red .... ......... .•.. . .. .. ...... .. . $ ... 3§.8.5.. ...... 6. Expenses (from page 3) ..............•..........•.... $ .... 51.S.5. ..... .
Sale of produce raised.·-···························· .....5.7.7I,........ 7. Depreciation (from pnge 3) ............•.. ·-··-···....•.. .9.33. ..... .
Other farm income-·-·······
······················· .. .... .13.0........ 8. Net operating 1068 deduction (attach
Profit oo sale of livestock and othe r items
statement) ................ ........•....••... - ...........•..•...•....... .
purchased ...... ..•••••..••....... ..•...... ............ .. . 1.914..
5.
GROSS PROFITS .. ••.. .• .. . .•.. .... •. . . . .••.. . . !:il.5~ ....... 9.
TOTAi. DEDUCTIONS. ........

1.
2.
3,
4.

=

=

10. Wet farm profit (line 5 minus line 9) to be reported on line 23, Schedule C, pnge 2, Form 10-10....................•..

•~ It the sale of this item is reported in Sec. 1, pe.ge 1, the cost' of the
chic.ks may be reported as Farm Expenses, page 3 ..

[ 8
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$ ••.. 637.B...... .
1G--4 1""H

FARM EXPENSES FOR TAXABLE YEAR (S.. ln,tructions )
(D• net includ e personal or li,ina erpenae1 or e1pen1u l)Ol allribut.able lo production ef farm income, such as luu , ins urance , repa ira, etc ., on 7our dwellin1 )
I. ITEMS

3. ITEMS
(Continued)

2. AIIOUNT

Labor hired .......... .. .. ...... ............... .......... . ..

$ . .. 13.2.Q.

Page 3

4. AMOUNT

(Continued)

...... Other farm expenses (specify):

Feed p1mhased ................. .................. .. .. ..... . .. } .~.~.~ . .. .... .. .C.:r.f.P. ..E.XP-e.IlS.(Ul.:. ..•.. ••..••••.. •.. ............... . L .•••.•••.• ..•.••

~.~.~.~.J.~.?.~J...~?.~~:':~ ..!!~!'.~.J~~······....................

Seed and plants purchased .......... .............. . ....... ... ...... .. .... . . .. ...

Machine hire ............ .... ... ... _............. ....... . . . . ... ... ............. . ... . Suppiies . $50 l.. Fertili zer ..$300 .........550...... .

Supplies purchased ............ ...... ............ .... . . .. . .. .. . ..... .......... ...l?~_!J~J~...~E:c_i.. J~~~.~1~.P.~ir ............
Cost of repai rs and maintenance~ ···'-.C, ········· .. . ... .... .... ... .. . .. JM.s.b.:i..:r;i.e.r_y. ..r.e.~.ir. ..............................

.

.

':»

c.,'

:fr~:?i::~:~:;:~:~:~::~~~:~: :~~i:: : : ::: : : :::::::i§i : : :
Tra.otor expense, gas, oil

::::i~i:e:::e:~·;;~~.·.·.·.::: ~ : ~:~ ~::::::::: ::: : ::: ::::::::::: :: ::::

. ... . .. L.1.ni.!i:t.O:.Ok

Veterinary and medicine for livestock... .... ..... . .
Gasoline, other fuel and oil for farm business... .. .... .. .. ..... .

....... 215...... .

....... 2~0.......
360

..e.xp_e.ns.aL .............................................
................... .

. .. . Breeding.. fees .. $50;.. veterine.r.Y ..

Storage and warehousing.......... ... .. .... . ... .. ... . . .

. .. . and . medicine$75 ............................ .......125 . ..... .

Taxes......... .. ........ . ... ... ..•...... ......... .... ... .. . .. .. ... .. 290 .
Insura nce on property (except your dwell ing ).. . .

..M..h.o., ...(.el.e.o.t.r.ic.it.y., ...t.e.le.phane..- .. ..... .............. .
. .. . etc.} .................................................. .......lQQ ...... .

Interest on farm notes and mortgages....... ...... . . ...... .. 35..

.. (These .. expenaes.. are.. taken ..fram .. ................... .

Water rent , electricity, and telephone ......... .. . .. . .... ..... .... .. ...... ... :th~ .. .f.'a.r.m..A.Q~QJJJl.t.. .b.o.ok. •.). ................................. .
Rent of farm , part of farm , or pasturage .. ...... ...... . ... .. .... . ... .. .... ... . ... ... ........ .............. ......... .. ... ............... ................... .•
Freight, yardage, ex press, and trucking ....... .... .... .. ...... .. .. .... .. ............. ... .................... .... ..... .. .............. .. ..... ................ .
Automobile upkeep (farm share) ................ . . .. '. . --. . .. l2Q .. .......................................................................
Tou L or CoLUMN'B 2

AND

4 (enter on line 6 of summary on page 1 (cash basis) or line 7, page 2 (accrual basis) ) .

=

$ .•.

=

.5.l9.5........

DEPRECIATION (S.. lnatraction&)

(II

I. Kind of property
buildi ngs, state materlol of
wblcb constructed)

2. Date
acquired

3. Cost or otlrer

basis (do not
Include lan d or

other nondepre-

clable property)

!li~!. 6;,,1!,~~c";1t.:'..~;~ 1

1
\,~'f:l:Ju~y~... afio~:!'';~
at end of year
able) In prior years

be reco<ered

7. Estimated 8. Estimated
~ uu:u'I~~
log depreelation

rrrrtf~~:g
beginn ing
of year

9. Depreciation
allowable Ibis
year

Ds.iry _barn ............. 1-6-3~ s... 2400 ...... $ ..••..••..•.... ••. $ ••••• 900 ...... $... l.500............. ~O ........2.fi .. $ ...... 60....... .
Silo ············
··········
··· ...." ..... ...... 500 ················
··· ······ ...... :soo. ······ ...... 200............. 25···...... 10 . _....... 20.. ······
Granary ......................" ..... ·····-600.................... ............ 360. ...... ...... 240. ............ 25... ...... J.Q .. ....... 24 .. ..... .
Hen. house .................. " ........... 300. ......................... ......150....... ......150. ............ 30......... J,.5. .. .......lo ....... .
Hog.. houae ............... ...." ........... 750.................... ...... ...... 375............. 375............. 30........ _.15 ........ J!6 ....... .
Machine .. shed ......... 1-7-44 .... 1600 . ......................... ...... 320...........1280. ............ 25 ......... .20 ......... 64 ....... .
Tractqr ................. 1~0-4'1 ... .1500... .... .........................300...........1200............. 10........... .a .......150..... ·..
Auto . ( fann .. shre ).. l-15-4E ......400 .. ..... ............. ............ 240 .............160............... 6 ... ........ .2. .. .......80 ....... .
4000
•other .machinery . ---- .....
. ..................... ·.......1200 ....... .... 2soo .............--......... -- .......3~2....... .
..PYr.c~u.d..~.cw.a•. l .~ .4.~ ...... 600 . ...............................300 .............3QQ...........•... 6... ........ .3... .....100.. ..... .
Bull .......................... 1- 2-49 ...... 140 ....... ·····-······
· ...................................... ............. 7 ... .................. ..2.0 ........
ToTAL (enter on line 7 of summary on page 1 (cash basis) or line 8, page 2 (accrual basis)) ................. ...... . $ .•.•
RE11Aue: . .....*:AH.. ~.~_;~~n.. J.!!...l.:\..~.~.~.4...
...................... . . a

• . •..•.•

.. ...ci('.t.ul.~.<i ..d<wMCU.a.ti.QU ..s.chedula .. in..ihe .. i'arm. ........

coo unt..book.·········
···········
···········
····················
·························
·········· ·············
·····················
····

-----······
··········---·-·······························································
········· ······-·-···--···········
··············
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FARM INVENTORY FOIi INCOME COMrUTED ON AN ACCRUAL BASIS
D&SClllPTION

(Kind or livestock,

crops. or other
products)

ON HAND AT
BKr.a:,o;NtNO or Yz••

Quon·
tity

~~:;;~~:.; : 4:

loveotory

PURCB&•ED DURING

Yu.a

Quao·

value

tity

Amount
paid

R.UOED 0 U&I NO

DuaiNo

laven1«7

QU&11Uty

Quantrty

value

2.•·=

Losr
Ye.a

CONSUM,ED Oil

Yen

lo veotor1
value

Quan·
tit7

Amount
received

Quao·

• •.:.• :.•.•..•. ·::~• •. •. •.•.:;: • • .

' f2-:0~0: ·- ~ ~ ~ ;: ;1
..

Inventor:,

~i : ~i;:• •
Uty

nlue

......10 .... 240 .......... 2.....100 ..... .
. Herd.. bull........l .....250 ........1 .....140. ...... ..: ............ ...... ..................... . ..1 .... 310 ....... ... 1 . .... 175 ..... .
. Hens............... lCO ....100 ...... ...................................... ...... 30 ................. 60 .......60 . ...... lOO .... 100 ..... .

. ~.&..~~~..........

. Chicks ........................... ...... 220 .•...40 ....... ...................... 50 . ................ ~O .......64. . ............ ............... .
. Brood.. BOl'ls ... .. .6 .... 450 ...................... ...................... ...... ........................'?..... 480 .......... 6 . ... 450 ..... .
.
.............. .. 1 . ... 100 ..... . .. .......................................... .... .. ............. ,........ ................ ...1 . ....lOQ ..... .

J:;i,g~................3.0.. ....9.9-9. ............ .......... ······.1.Q. ·····--··· ······ .. .2.. .......... ······1$..2. .. .2.7.9.Q. ....... 30..•..600 ..... .
..
.. J.9....:g:,.QQ........ J.~ ...?.?.7.~ ...... ..... ........... ...... ···\ ................ ~.G....4.f~.9.9.. ...... .UL ..3-fiQQ ..... .

.

.

v~

:irit·············: ::.... ················ ················:..... ······..A~;~i~?. ·········· .....::..:.. 4}~!·· ······················ ······
.Potatoe s ...... ·

io ...... 20 ........... . .......... ...... .2s . ........ ·

1

...••...

lC ................ ·1.5 .... 25 ....... .10.......20 ..... .

. Hay ................ 50 .. 1000 ······...... ·········· ······.so . .......... ······ .. .......... ······ ....................... . ....?.~ ..... .
. corn ........... 1. ~O . ..?.?.'?:! ..........................11300. .......... ...... 60C ................ ...... .......... ....l itOO . .. 2800 ..... .

.oats ............. , 00 ..... ....... ................ ... 1 l>OO. ·········
· ······ 90( .......... ······ ...... ·········
· ...... ~oo .....560 ..... .
Sila6e ........... 45 .... 270 ...... .......................9~ ........... ........ 86 .......... ...... ................ .......50 .....300 ..... .
. strflw............. 10 . ... +OO ............ .................1~............ ........ 15 .......... ............ .................10 . ... 100 ..... .
Mill feeds
180
2
2
---·······------------- - . ----- ---------- ----- - ----. - ---------- ---- -- ------ ---------. ------ . . ---- ------- ... ----- - .. ---- --------- - ------ ----------160
---- - -----Y~at ............ so .... 420 ...................... ...... 1775 . .......... ··-··· 1sc ................ IG.26. 1250 ······r-50 .. 300 ..... .
Fertilizer
3
120

.~~i: .~:·:1ir~ ::~: •.•• at:: ~::
(Ent<>roollor 4\

in, ::: :·:::•

(Eoteronlloe5J

;1".:~: ::: =~···Q
~,

(Entcrooline2)

~:l :~ : : :

(Eotrroo line I)

SUMMARY OF INC:OME AND DEDUCTIONS COMPUTED ON AN ACOUAL BASIS

1. Inventory of livestock, crops, and products at end of year......

·4 4 ..435. ......

2. Sales of livest.ock. crops. and products duriog year.•...•........ .

;~!.~~.......

2a . Other miscellaneous receipts (specify) :

... Work . off . farm . $25;__ AAA .Jso ........... _
..................... 85 . .... . .

....G.{3,~
3.
4

·

7 Expenses (from page 3) .·-······· $ .. fil!:15 .. ..... .
8. Depreciation (from page 3) ...........

...... . .

9. Net operati ng loss dcductfon

.!.".~_fw;I..Q....$.l.~L.P.at.t'.@.(1.-6~...r.~.!.\ID.d .. tlS. .......... 33

(attach statement) .... ...... .. ............. . .... .

... Feed . B~_ga ··········
·····················
··-···············
········· ~ TOTAL.... _••• •• ••••••••••••••• • •••••••••••••• . •. . • •. • ••••• . • . •. . . .. :£.9-.. 069
$14_.J.5.~ ······

5. Cost of livestock and products purchased
2.95
17 ._705
during year...... ..•............. ................... ... ........................ . .....
6. Gro..~ profits (li ne 3 minus t.hc 1:11m of lines 4 and 5) .

il.364. ..... . · JO.

TOTAL DEDUCTIONS... .

LlQQ.!t_

I I . Net farm profit. (line 6 minus lin e 10) to be reported on line 23, Schedule C, page 2, Furm 1040. ·············
···-···· $.Jtii.5.9

*In this exai!lple on the accrual basis dairy, breeding and work stock .are i?10fil~·ed
in this inven'tx>ry and not in the depreoi.ation schedule, pa~e 3, Fonn 1040 F.
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.
aeo

(D• net include ,cn....l

N

FARM EXPENSES FOR TAXAILE YEAR (Su lnatncllona)
lf9in1 upensu er H,eN,u not •llribvl•ble lo pred11<li.n ef 1.,..,. in<•me. ••ch u lue.a. in,urance. rcp1iu, de-. en yaiur dw~lli.n:)

l , ITIIU

3. l rt!ofS

2. A>IOUNT

Page J

4. A!IIOONT

(Coollnuc<I)

(Cootioucd)

Labor hired: ............................................... . ..132.0... ...... Other farm expenses (specify):
Ftoed purchased .............. ................................. l.5.3.5. .. ..... . ..Cr.o.p ..Exp.enae.s.;: ...................................

$ .. ........... .... ..

Seed and plants pu11thnscd ................................................ .... Seed. $175;.

Me.chine __ Hire __ $25 ______ ............... .... ..
Machine hire ........................ .............................. ..... ........... S~pplies ....$50; . Fertili ter.. $300 ....... 550...... ..

:~:~Iii;~;:t~!~:\ >> >~2!~£ff

Supplies purchased............. ................ \.,.. .......................... ».¢..!~A.~L ..~<:i...f.~.~~ --T.~P-~k .............

Gasoline, other fuel and oil for farm business.............................~!'.~.~·~·~

Storage and warehousing ................. .................... ..................

..

...... n5 ...... ..

< /

·g_..f~.?.~...$.~9-L.~~~~r.i.~~'.!'.Y ... .................. ..

~~.~!.~.:.~~...!.'..~...................................

Taxes .................................... .... ... ................... 290.......... ~ .~5;., ...C~l.E}.<;.t.r.J.cJ:t_y,...t .e.le.P-hcme,. ...

.... ..

.............. ..... .

~~.,J. ................................................... .....J,J\Q ...... ..
........(Xba.s.e...exp.en.s.cs.. a.r.e...tak.en .. fr.om ..................... ..
... .................... ~h!'! ...~r.~.- ~.C?.C?.C?.~t ..1>.9.9.~!.L ............................... ..

Insurance on property (except your dwelling) ...........................
Interest on farm notes aad mortgaces.:............. ....... 36...
Water rent, electricity, and telephone ...............

Rent of farm, part of farm, or pasturage................................................................................................ .. ............ .. .. ..

~
=

Freight, yardage, express, and trucking ...... ......................... .. ......................... ...... .......... ....... ................ ... ........... . .. .. ..
Automobile upkeep (farm share) .......................... J,~Q...

...... ................................................................. .. ....... ..... . .. .

~~.?.~...

TOTAL OF CoLOMNB 2 ANO 4 (ent.er on.line 6 of summary on page \ (cash basis) or line 7, page 2 (accru al basis)) . S...
DEPRECATION (S..

I . Klod ol property
stale mat,,rlal of
which conatructed)

(II bulldlogs,

2. Dale

acquired

1..,,,.<1..,,)

3. Costorother
basis (do oot
loclude laod or
other noo depre-.
clable property)

0. l>cpreciatlo!l

allowable tbb
year

.~!.r.y.. ~r.,i;t............ -~~9..~.3..4 $ ..2400........ $ .................. $ ....900........ S.... HiOO ...... ....... 40-. .......-2-5. S....... 60- ... ..

. Silo............................" .......... 500 . .............................. 300............... 2.00 ...... ....... 25 ........ lO ......... 20 .... ..
.Q.r:~.~.r::Y................... ... ........... §00................................ .3.60............... 2.!0 ............. 25......... lQ ......... 24...... .
. ~"!),_.~.'?.~.~.~.................. ...... .....~99.. ...... ............. ...... ..... l~Q............... 1.5.C ............. .3.0......... l5. ......... 10..... ..
. ~.C?e;--~.9):1.~.~.................. ...... ..... 1J19.. ......................... .....3115.. ...... ....... .311:. ............. .3.0......... l5. ......... 25. .... ..
. M.~.C?~.~.~...~.h~g........ . .~?.7.~ Ll§QQ........................... ..... 32.0............. 12BC ............. 25......... .2.0 . ........ 64..... ..
. Tractor ................... -lo-4 7 .1500 ............................... 300........ ..... 120C ...... ....... 10 ........... 8 . ...... 15<?. .... ..
. Auto .. (fann . shre) .. -16-46 ... 400 . .............................. 240 .............. 16C ............... 5 . ..........2 ......... 80 ..... .
. •other . machinery ........... ... ~g·~-- ............................ ~.~~-- ...........
...................................... 38~..... ..

TOTAL (enter on line 7 of summary on page 1 (cash basis) or line 8, page 2 (accrual basis)) .... .. ........ .. ........ $ .... .

..... ..

REMAn1:s : . •. ~All.Rw.~h~.f.l! .. b ...li§t.~!l .. QD .• a.. !l~tail~!i.. i:l~p.r~.o.i.l!.:tiQn..~.ch.e.dul.e.. in. ..th.e..................... .
..................... flll"Pi aec®utb~o}; . .................................................................................................................. ..

I)
I)
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FORM 1040

· U.S. Treasury Department
lnt~rt1al Reve nue Service

1949

U. S. INDIVIDUAL INCOME TAX RETURN

For calendar year 1949 or fiscal year beginning .... .... ... .. ... .. , 1949, and ending ... .... . .... ... .. , 1950
EMPLOYEES: Instead ol this torm, you may use Form 1040A II your total income was less than SS,000, consisting

wholly of wages shownon Forms W·2, or of such waaes and not more than S100 of other wa11s, dividends, and interest.
...@c;l, .. ,J.@f;!... f.~.r.

Name ..... ..

(PLEASE PRINT .

HOME ADDRESS

.... ... ......

.... .

Do not write In these Sl)am
File

Cod,
Sena!
No .

(Cashier·s Sump)

If this 1s a joint return of husbl nd ind wife , u se firn namn of both)

········<PLE.ASE PRIN·i : ··si;~~, ·~~;i ·.;~;,;i;;; ·~; ·;~;;j·,-;~;,"1······················

.... .J.Qn~~:v-ill~..... ............................ ........ ......... State ...... ... ..... ........ .
(City, to ..;n , or post offi ce)

(Posul zone numbed

(State)

Occupa tion ... .F.a:r.ioo.r. ... .... . .
List names ol other close relatives {as defined In Instructions) with 1949 incomes
of less than SSO0 who received more than one·hall ol their support from you In
1949. If this is a Joint return of husband and wife, list dependent relaNves ol both.
Chetk below whether 1ov(,ryourwlh)wt1,
On lines a and b belowat th11nd If your taub~ yearWrite I if neither 65 oor blind,

Social Security No . . .. .. . ..... . ....... .
1. List your own name.
If married and your wife (or husband) had no income, or If this is a joint return
of husband and wife, list name of your wife {or husband).

I

Name(pleau,rllll)

Yo1,1r

I

15 OR ·om

Your name •• _.J.Mtea. . .Farme.r_....... -··--········-· Yes D No fxl
Wife's(or
husband 's)name •.. _Jane._Earmer .... _.............. . Yes D No e9

exemptions

Name of OU,e, Oepcntltftt ReLatt,e

I

ILINO

I YesO
Yes D

RelaaouhiJ

No (jj
No e9

I

:~;:~
a.

i !: t~r615.~d ~li~t

Numberofexemprionsforyou

•. .. l

b. Number of her (his) exemptions ... J

..

Addms- 11 dlfl1m1 ,,.,. ,,,.,,

__ .CaL'l:i..n..F.ar.me.r.............. -··-·····-·······
.... Son . .. ..... -.. ............ ·············-···
-········· -····· ····-··
... Bet.ti.e._Earnie.r................ --·······-···
· .. .. Dauft,t.er- ................... . .................................. .
·····-·· ·············-···········--····---········
· ····
· ···· · ···---·-··
· -··············
···········-·····-···
· ·········r ; r - ,

Enter here total number of exemptions claimed (yours and your wife's plus one for each dependent listed above)-+
2. Enter your total wares, salaries, bonuses, commissions, and other compensation bonds, etc. Also enter amount el Income tax withheld. Persons claimin1 traveline
received in 1949, BEFORE PAY·ROLL DEDUCTIONS fortaxes,dues,insurance, or reimbursed expenses, see Instructions.
Prial Emplo7e,'sNam,

Your

income

j

WhenEmp loJtd(Cltyandltate)

h==!... .
Am,.111111 lncom~ Taa WUhhcld

Tota1W1111 .

···················
··-·······--·-······-···-·-··-··········
··················-··-···-·-······J_.~:......::::::::::'-·······

$ ...•.....••...•..••. ········

•••.• • •

$.... ...... . .•. .. . . . . . . ••

••• .• •• •••••••• ~···· •••••.•...••.•...·:

En•« muh

3. Enter here the total amount of your dividends ...... ... .. ... ... ... ... _..... .. .. .. .. ... .•................. .. ....... •••••...•. .••.... .. . ..

4. Enter here the total amount of your interest (i ncluding interest credited on savings accounts, also
interest from Government obligations unless wholl y exempt from uurion) ......• •. . ••. . . . ..••.•.. ·-. ... . ..........•••.••••.••.. .....
s. If you received any other income, give details on page 2 and enter the tot al here .. ...
5516
6. Add income shown in items 2, 3, 4, and S, and enter the total here .................. . .... .. .. .. $
5616
IF YOUR INCOME WAS LESS THAN SS,000.-You may find your lax in the IF INCOME WAS $5,000 OR .MOAE.:-D~ not use !~1 table. Compute tax on
table on pate 4. This table allows about 10 percent ol your total income for page 3. Use sta~dard deduction or 1tem1ze deductions, whichever is to your
charitable contributions, interest, taxes, medical expenses, etc. If such deduc· advantage.
~:~~:i!c~::r\~f~~eP~i:'till usually be to your advantaae to itemize them and ~e~:r~!Nr~tu~~s~ a:l~~~it~:iz~li~~;~~~:n:.e~::~\n~~~ ~,J:~~.return. II filing

How to[
figure

the tax

I

Tax

434.1..

-7. Enter your tax from tab!e on page 4, or ~rom line 18, page 3 ... ... ... ... .... ... . . ...... .. ........ . $ .. ..... ... . ..
55 ..
8. How much have you paid on your 1949 1hcome tax?
1
(A) Bytaxwithheld(initem2,above). AttachOriginalForms\V-2 .. $........ none ..J.. . . . . .
(B) By payments on 1949 Declaration of Estimated Tax ..... •.. ...... . . ....... .none .. :... ...
--~

due or 9. If your tax
refund

·

(item 7) is larger than payments (item 8), enter BALANCE OF T~~te~J~'~e~~·e··~ · $
434 66
This balance of tax due must be paid in lull with return.
10. If your payments (item 8) are larger than your tax (item 7) , enrer rhe OVERPAYMENT here . .. $ _ _ _ _ _ , _ _
Check {v) whether you want this overpayment: Relunded to you O; or Credited on your 1950 estimated taa D
Do you owe any prior year Federal lax lor which you have been billed? .. .

I

(Ye~ or Nol

If you filed a return for a prior year, srarc latcSt year ... ......1948········· 1 County

in which you reside ... ....... . .... ... . (Your. ..County.) ....... .
Where filed .•••••...(.IO.\.lr...C_o.ll.e.otor..'-a. .. Cicy)............... Is your wife (or husband) making a separate return for 1949? .... NQ .... ··
To which Collector's office did you pay
(Yes or Nol
amount claimed in item 8 (B), above? .... ........ .. ........ ... .. .. .. .. .. If .. Yes ... wrire her (or his) name .... ...... .. .......... ....... .. .. ... .... •.. . .
I declare uoder the penalties of perjury that this return ( including any accompanying schedules and sratcmeots) bas b,eo cumined by me aod ro the best of
my k.oowledge aod belief is a true, cortect, and complete return.

•

. : : '.~'.~ '.: : : I::~::::::~:::s~::;~~:~'.:~~~~~~~··:·.·· · · · ····· ·· ·· ·-········ ::::;~~:~:..»

(Na.me of firm or employer. if any)
(Signature of taxpayer 's wife or husband if th is is a joint return)
(Date)
To ouurc a.ny bcodits of spl it•ioeomc pro,isioas, busbaod aad wife must iaclvdc all ,heir iacome, aad BOTH MUST SIGN, ... a 1bousb ooly ooc bu iacomc.,
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)

t
Page 2

Do not u se this page if your Income Is wholly fr om salaries, wages, dividends, and In terest
Schedule A. - INCOME FROM ANNUITIES OR PENSIONS

,$.......... ··I·····

I. Cost ofaooui'.y(tota l arno~nty~upaidin ) .1 $ . .. ... .. . ·1·· ·114· Tot al a~ount recei.ved this year ..... ...
2. Amount received tax.free m prior years .. .. _ _ _ _ 5. Excess, 1f any, of lrne 4 over lme 3..... ... .. ... .. .... . . .
3. Remainder rJ cost (line I less lin e 2) . . . $ . . . .
. . . . .. 6 Enter line 5, or 3 percent of l ine I , whiche ver is greater
•
( but do not enter more than lme • ) .. .......... .... . ... $. ·· ·- · ···· · · ···· ······ .... .
Schedule B.-INCOll,E FROM RENTS AND ROYALTIES

,.,,11,

2. Amountolrentor

1. KIIIII ud louliN ol properly

········- ···························
···· ··· $ •• .••••• ••..••....•. •.

····················
················ ·······1- - - - - 1 Net profit (or Joss) (col. 2 less

su m of cols. 3, 4, and 5). ...... .

t

l Drpn tlation ar -1pletl11
(uplain1nStheiluliif)

'

5.0tlluu, ensts(Uemlze

Rt~Jln (Ulilaln 1n
SchduleG)

11Schedult G)

1~ - - - - - , - - - 1 -- - - - . , . . . - - 1

s ················ ..... $ .••• ••••• · ·····-· •• . • • $.•••• .•••••••••.

.•.• •

1- - - - - 1 - - 1 - - - - - 1 - - 1 - - - - - · 1 - -

$ ..•... .. .... .. . .. . . . $ .....••.•.•.... •• . •.

S . .. . .. ... ...... .. .. $ ..••..•...•.. . ..• . . •• . . •• • . ••. • . •••. . •.• . . .•.•• •••

Schedule C.-PROFIT (OR LOSS) FROM BUSINESS OR PROFESSION.

(Farm•,. ,h..,ld oblain Form

llM OF)

State (I) nature of busin ess . .. •.•.•.•..... ..•. . . .....••..... ..•. . . . .. .•.... . ; (2) business name ... .• . ...•••......... . . •. :.: ..•.•. ... ;

(3) busi ness address ..•••..••.• ...• .• .•.....•...•. . .... ........ . . . . .. ... ......•.. . ••. .. . •...·. .. ...•...••..•.................. .. ... .....
Do NOT Include In this schedule cost of goods withdrawn for personal use or deductions
not connected with business or profession.
1. Total receipts ..••••••••• •••••. ......••........... . .....• ...•......... . .•........ .•. . •....• . .........•.•...... . $ _ _ _ _ 1_ _
COST OF GOODS SOLD

OTHER BUSINESS DEDUCTIONS

(To be used whtrt inventories are an
mcome-dccerm1n1ng (actor)
(Enter the letters "C " or .. C or M"
on li nes 2 and 8 1( inveFJtories a r~
va lu ed ac ei ther cost, or cost or
m:ukd, whichever is lov,:cr)

I I. Salaries and wages not in line 4. ..... ••... $..••••..•••• ••• ... •• .
12. Rent . •....••.•••....•.•. ... .... . ..•.•.. . .... .....•. •... . . : ... ••.. .

13. Interest on business indebtedness . . .•. .. . .... ..••...•. .. ...•.•.

. Inventory at beginning of yc;r_ __ $ _________ __ ____ __ __ _ 14. Taxes on business and business property . ___ ___ ____ ___ ________ _
2
3. Merchandise bought for sale..... . .... ... ........ .. ..... 15. Losses (explain in Schedule G) .• •... ... .... ······•····•••··
.. .. .
4 . Labor..... . . ....................... .. ........... . .. .. . . . ... 16. Bad debts arising fr om sales or services . ....•....... ..... .•...

5. Material and supplies...... ........ .. .. . .. ... .... .. . .. ..

6

. O~::p;:is;sinSchedule G) . . .. ..... _ _ _ _ _ ._
1
1
7.
Total of lines 2 to 6 .... . ..... . $ . • ..• .•••.•...•. •• ···
8. Less inventory at end of year. . . .. · 1
- - - - - I·9. Net cost of goods sold (!inc 7
less line 8)•..••. ....•.•...•..... . . $ _ _ _ _ , __
.10. Gross profit ( lin e I less line 9) ... . . $

17 D(crecia tion,obsolescence,and depicti on

:: ~:::;::;::;~;;:~:::;:;~,~,:::~)

::

:::

20. Net operating loss deduction
(attach statement)..... .•....• ..•..... .. l - - - - - l- 21.
Total of lines JJ to 20 . . •...•...•• ... $ _ _ _ _ _
22 .
Tota l of lines 9 and 21.. .••....•. . . .. $ _ _ _ _ _

c~',;r~<,'~

23. Net profit (or loss) (line I less line 22).fr.qn.. F.orm .. 104 )F ........ ... 5376.. .

Schedule D.-GAINS AND LOSSES FROM SALES OR EXCHANGES OF CAPITAL ASSETS, ETC.

.

I. Net gain (or loss) from sale or excha nge of capi tal assets (from separate Schedule D)•.•••.•.•••.••......•..•• •...•. ; ••...••. ..•.. .•••......•••••.• ~ ~··· . ..•.

.2. Net gain (or loss) fro m sale or exc ha nge of prnpcrry other than capita! assets (from separate Schedule D) . .. .. : ......••... ..... ········-···············
. .•.•.
Schedule E.-INCOME FROM PARTNERSHIPS, ESTATES AND TRUSTS, AND OTHER SOURCES

Total income (or loss) from a bove sources (Ente r as item 5, page 1) ........ ···············
·········:·· $
Schedule F. -EXPLANATION OF DEDUCTION FOR DEPRECIATION CLAIMED IN SCHEDULES B AND C
1. Kind ol ir.ope,ty
(llbulldoop.suleml,Jlalofwtok h
C~Stiutled)

2. Date
ar ~ulrEd

···························
····· ·· ··-·· ·

· ·•·• •

-

J. Co,lorolher basis
(llo not Include land
or other ncmdepreciable property)

I

$ .• .••••.••

•••:•••:•:••::::·::::••• :.::::•:: .••••••:. :.:.:: .. :. 1

•
4. Assets 1ully l'es;recl3led In use al end
o1 yeJr

5. Depredation atlowed (or allowable)
In P,lllf years

&. A!malnlrit coit or
oth:ir basis to be
recovered

7. EsUm,ted
hfe used In
.attumulat-

l Esllmated
mnalninf
life' hom

lil~:u:~t· b:r:~~I

l Deprec!atloo

JUI

allowable ltt.ls

1....
$ ········1··
···$ ·········1····· ........................ $..••.......•. . ..
... ·.::..::·:· :: ••: :.:::::::••.• :: •• ··:·•:•••··· :::::
I
::::···········::.
$ ••• •• • • • • • • •

Schedule G.-EXPLAt,AT ION OF COLUMNS 4 AND 5 OF SCHEDULE B , AND LINES 6, 15, AND 19 OF SCHEDULE C
1. c,rumner

line NL

,•

2.E1plmeon

l Am1unt

1. C1!umn w
lln1N1.

2. hp13na!lon

:· ··········:········:·····:···:.•:.·•: ~ ···:::::..:.. :::::::
······:.......................

l Amounl

:':::•:::•

:::::::::::::::::+:: ·················· ······················ ··························
1G-s::g53-3
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ITl:MlllD DEDUCTION5-f'OR P£RS0flll N.O T U$1NG TAX TABL
, PAG.E 4 OR STAN_DARD DEDUCTION ON LINE 2 BELOWU lJust-and and• Ue (not Jcplly acparated) 61e S<'p•nnte returns and one newizcs dccJu ct100s, tbe otbcr JUU$t al ~o 1lc m1zc
Describe dtductions and state to -..•horn paiJ. U more s;>.Jce \s nttdtd. list deductions on scpar.1tc sheet of p2pu 3nd auach to th is return.

Amou nt

B
Losses from

lire, stoim, or
other casualty, or theft

·············:::·······

..
Medical
and dental

expenses

:::::::::::::::::::::::::~~.::::::::::::::~:::

...........

(oot .cempai::~·~;·;:::::·::~::i:)••••••:.:•• ::::::::::::::::::: $.••.••••••.•••.

=

En1er S percent of uem 6, page 1, and subuact from Net Expenses. .......... ............
Allowable Medical and Dtocal ExDCftlCI. Sec lnscructions for limicaiioa ..... ..........•... .•. .•.••. , .•• · - - - - · · ······
· •••••

- - - - - - - - - - - - - - - - ·································
$-·····-·······
..•..

MISCII·
laneous

(See
lnstnictions)

·------------------·························
........•.............
Taral Misccllaocous Dct!uctioos •••••••••••••...•.•.•••.•..•••.•.•••••••• ••...••...•••••..•.••.••••••••.••.••••• 1 - - - - - - -1· -

TOT~L DEDUCTIONS..•••.•••••.•••••••.•.•••••.....••..•.....•.•••...••.•• ...... •.••...•.••••.....•.•.......
TAX COMPUTATION-FOR PQISONI NOT USING TAX TABLE ON PAU 4

1. Eacu amaunc shown ia item 6, page 1. This is your Adjusccd Gross Iacomc................ ...... .................. ... $ ••••.•. ••.•• .fi5.7JL .....
2. En1er DEDUCTIONS. 11 tlcductions are itcmizcd above, cncer the total of such dcduccions. If adj11s1cd cross income (line
1, above) is $S,OOO oc more and deductions arc 00< iccmizcd, encer the scandard dcduciioa of 10 pcrccn1 of line 1, above,
667 60
or $1,000, whichever is cbc lcsscr, oc $SOO if chis is the separate rccura of a married person ••••••••••••••••••.. ..... .•
3. Subtract lioc 2 f;om lioc 1. Eater the clilfercacc here. This is your Net Income •••••••••••••••••••.•••••• _..... .... .... $ ••••• ••••••• 5.0lB... 40
4. Muhiply $600 by raral number ol excmpciOCll claimed ill item 1, page 1. Eater total here ••••••.••••••••••••••••• • ••••••• 1_ _ _ _.a,2...
4..,.00....._.l-•.•..••••.•••••••••••
$
2 618 .fO
5. Sub1ract line 4 from line ). Enter difference here

Liles I, 7, aNI I sllollll N ... II ONLY 'r I Mlle ..,_ • I lllffled, ptrSOII IWilll I separate ratu111

6. Use the tu raca fhowo in lnscructions to 6gurc your tentative tax on amouat showa in lioc S (if line 3, above, iacludes
1
1
$ ••••••••• ••••••••• •• •••• •
7. If fl::ct1 c:~x:::~i~~!:i=
if~h~.~~~t·a·l~~~.~~~.~~~c--=:::·::::·.-:::::::::.-.-.: ::.·.:::.-:.::.-.:·.-}·····
o,·cr $'I()() but not over $100,000, enter $68 plus 12% of che excess over $'1()() •••••• •• ••••••••••••• ·-····· ····l- - - - - - - 1 · (, over $100,000, enter $12,020 plua 9.n% of 1hc excess over $100,CXXL . .••• •.. •••.•••••••....••.•.•••...•
8. Subtract lioc 7 from line 6. Emer the difference bcrc. This is your combined normal tax and surtax ...•...• •• . •.•••••...•

!I

c•

:;%rui:2n, :

u9~es~t: ~c!::.~1:'::'a~~~~,::, !i!~.~~·~·~·~·~!~...............................................

$

1:SQ9 .20

10. Use the tax races shown in InsuuctiOCll to 6gurc your tcncacivc tax oo amouat ,howa in line 9 (if lioc }, above, ioclndes $•••• ••••••••• 261 ...84
1
1
11 . If
%c~t~2~un~~~ii:cl~e.~,~~'.~ .~a~. ~.e~~-·--.-::::::: :: :
44 61
C•) over $4ro buc not over $iOO,OOO. cater 568 plus 12% of 1he excess over $400 . .. ........................ . ····1- - - - - - - 1 (c) over $100,000, cater $ll,020 plus 9.75% of 1he excess over $100,000....................... ... . ... ....
217 33
12. Subuacc lioc 11 from lioc 10. Eater the difference here ........................ . .. .. .. ............... ..... ........... .
l}. Multiply amount oa line 12 by 2. Encer this tax here. This is your combined normal tax and surtax •••.....••• _......
434 -2§

r::t~ir. c:)-c:it.rv:;~~~·=;~;

=~·.-.:.-:.::.-::.:::.:::::.-.·_-}· ....

14. If alccmativc rax computa1ion is made on separate Schedule D, enter here ux from line 12 oa bad: of S<;hedule I;> ••••••••• ~======I=

H JIU IISld 1111 sblldanl dedldlol II._ 2, ilsnprlf

11111$

15, 11, and 17, and copy

III

lne 18 the same lipre yeu entered on Int I. 13,

15.or~~-c~~:::~.=-,i:,. pa~meots to aforeign counuy oc U.S. ~ssessioa (mach Form 1116)••...•. , $•••..... ••• • !······

16. Enter here any income cax pa,.. at source on 1ax-frcc covenaoc bood anrercst .. •.• - . ••••• • . ..•• ••. ••••• ~-_ _ _ _ _ _ 1
17. Add che 6gurcs on lines lS and 16 and enter chc total here ••••••••.•• • •.•••••••.•••••• •••.. ••.•..•.•... .. ••..• ••. ...•. .
18. Subtractlinc 17 from line 8. n. or 14, whichever is applicable. En1er difference here and in item 7. page I. This is vour tax ..
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1949

Schedule D (File with Form 1040)
V. ~. TREASVRY DEPARTMENT

SCHEDULE OF GAINS AND LOSS ES FROM SALES OR EXCHANGES OF PROPERTY
For Calendar .Year 1949 or ftscal rear bectnnlnc . ... .... ............•.....•••••.••, 1949, and IMlnc .....•.....•........•......•..•., 1950
N AME AND

AomtESS ...........Js.mis ..and. ..Jsne .. -F.a-rrM»···-·Jone~.irille ..~s.ta.te.)-...................................................
( 1) CAPITAL ASSETS

I.Jiutl,r""'1~INC1SUrJ. attxhst1t,mcol1ldesaiptiY1dtbih
IIOI sllown IMttw) •

12. Dm1e1uiredl 1 DlllsoM

Mo. Day y.,, Mo. 0,y Tur

I

llltmSJln~ ·
(c:oolrxt lrict)

1

1

::.=>::::.1La=~1
.::l,'·
,;\~~:.:

(N " " • = I IIIIX'

7.E.i,m,.tlutt .

SHORT·TIERM CAPITAL GA INS AN D LOSSIES-ASSETS HELO NOT MORE THAN I MONTHI

I. Totals .... •• ••.••.. , .. ..• ... . ••...•...... . ...•... . ..... . .... .. . .. . . $ •••• •• ••• • ••••• $ •••••••••••••,. $ .• •.•••.•••••••• $ ••••••••••••• ••• • •

2. N:~:::r::t:r::;io;~i~7~tther thaA f~om partnerships and common .trust funds (column 4 pl us column 5. minus tbe sum of.

. . .••••••••. , .•..•

•=1····,. . . . . . . . ..

3. Enter your share of the net short·tcrm gain or loss fro m partnerships and common trust funds •••••.•••••••.••••••••••••••••••• 1- - - -- t·- 4. Enrcr here the sum of gains or losses, or d1 frerc oce bctwec9 ga,11 and loss , shewn in lines~ and) ..••...•• •• •.•. . • .•.•. ., ••_. S . .•..•...••.

yU•""-

LONG •TIERM CAPfTAL G A IN ~

.. J ..M, .................................

""'D LOSSES-ASSETS H.(L,D f'OR MORE THAN I
1cIQc~ , ..... l~Q ..... occ.,.s c ......

J. ....

MONTHS .

·~.6N::::::,:~,:•;:
!:~'.~,~~··;,::•· .··,;:~•· · · ·'"'·..".·'.·<o~"'.··J·.~.'.'.i~~it:!~I
~ ;: ;:1'.····'.t:··.·······.I··t.....
'.'.'"'"'. ::'."~·~":'.'.'.'.'.'.' .:': (<ol'."".4
pl,, •:'::: '. ~·.::""'. '.'." ~.

$ •••••• ~OO

7. Enter the full amoU<Jt of your share of the ne t long·term gain or loss from partnerships and common trust funds .••••••.••••.••
8. Enter here the sum of gains or losses, er difference between gain and loss, shown in lifles 6 and 7••••.•••..•••• ••• •••••.•• . 5--..i.QQ_ _
9. Enter ~9 percent of line 8 This ,s the amount to be ta\<en into account ifl summary below .• ... •.•..•..••••..•.•.•••• • . ... . . . $ . ... . . 20Q . .... .

:~

10. Summary ofCapiul G" ins {use o nly if gains exceed losses in l1oes 4 and 9):
S •••••••'>_,QQ.1.....
(a) Net gain for 1949 (either the sum of gains or difference between gai ns and losses 1n lines 4 and 9). .. ..... •• ••••••••••••••
f<.

(h)
(<)
(J)
(,)

Capital loss carry•over, 1944·1948 inclusi ve •. ......•...••...•••• . ..•••••.•.••••••• •• ..•• . .•••• •••••••••. ••••••••. . ,-- - ==-!!If line (a) exceeds line (h), enrer this excess here and on line l, Schedule D, page 2, Form 1040 •.....••••••••••••••••••. •
If line (h) exceeds line (a), enter the excess here and use line(,) to determine allowable loss ..•• .. ••.•••.••.•••••••••••
Enter here and on line 1, Schedule D, page 2, Form 1040, the smallest of the following : (1) the a"!ounc on hne (d); (2) net

income (adjus~ gross income if tax table is used) computed without regard ro capital 1ains or losses; or (3) $1,(XXL ••
(/) Enter here the amount on line(,) plus any capital loss carry-over from 1944 which was nor used against line (•) or in l!ne (,).
- - ~ ) Sul_,tracr line(/) from line (d) and enter the remainder hi!re. Th is JS your capital lossc~rry-over to J~O .• .. •.••••••..• •

I_

11. Summary of Capital Losses {use o nly if losses exceed gai ns in lines 4 and 9) :
C.•) Net _loss for 1949 (cit.her rhe sum of_losscs_or d ifference between losses and gains m Imes 4 and 9)...... .. . ••••.•......••• $ ••••••••••••
(b) Cap1tal loss carry·o·, er, 1944-1948 1nclus1ve ••••••••• ••• ••.. •. ••••• J • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • • •
(,) To,al of Ii net (a) and (h)...... •• ••••••••••••.•... •. ••••••••••• • •••••••••••• ••••..•••..•.• •.. • •• • • ••• • .• •...••••• S
(d) Enter here and on line I, Schedule D, page 2, Form 1040, the smallest of rhe following. (l) the amount on line (r); (2) net
income (adjusted gooss income if ux table is used) computed without regard to capital gains or losses, or (3) $1,000. ... $
(,) Enter here the amount on_line (d) plus the amount of any 1944 capit.al loss carry-over not used in line (d). . ......... .... $ _ _ __
(/) Subtr~cr line(,) from hne (,) an~ en,er rbe rC!"aiRder here. This 1s you.-capiul loss yrry-ova ro 1950 . . ... .. .. . .. ..•• •

( 2) PROPltRT Y OTtteR THAN CAPITAL ASi.ETS

2.D1111 .......

l lbltlllf

Mt. Illy T:» Mt. Doy y,_

'( 15

J

•• •••

--

s__,......_I__

(2) PROPERTY OTHER THAN CAPITAL ASSETS
1. Kind of property

2. Date
acquired

2 dairy cows __ __ - - - ___
Grain binder_____ __ ___

Totals _____ ______ __ __
To~:

2!J~:1mo~J4:

3- 1- 48
1- 14.- 41

4. GroBII
aales price

3. Date
sold

1- 14- 49
1- 3-49

--- --- ------ --- --- ------

5. Dep. allowed
(or allowable)

6. Cost or
other basis

$500
90

$ 60
210

$600
290

$590

$260

$890

(col. 4 plus 5 minus_the sum of col. 6 and 7) _Enter on line 2, Schedule_D, ___ _

7. Expense of
sale and coat
of improv.

$-40

·-

When the sale of dairy, breeding, or work stock is claimed to be a sale
which reduced the size of the herd ( therefore only 50% of the profits being
included as income) to make room for a- different bre~d or improvement
in the quality of offspring, the important point in connection with a sale
of this type is that the farmer must be prepared to demonstrate that he
departed from his normal practice and that the transaction actually
changed the bree~ or the quality of the offspring or the quality of the herd.
The situations most usually found when replacements are made to improve
the herd are : ( 1) a change from a beef breed to a dairy breed; ( 2) a
change from a low butterfat breed to a high butterfat breed in shifting ta
a more profitable market, and ( 3) a chan~e which results in a substantial
increase in the productive capacity of the herd as shown by comparative
records. Every case must rest upon the facts peculiar to that case and be
based on all available information pertaining to the transaction.

Sale of Timber
If you carried on timber operations during the year, you may choose
between _two methods of reporting the income. The simplest method, if
you usually sell only small amounts, is to treat the receipts from the sale
of timber as any other ordinary farm income on page 1 of Form 1040 F;
then you include with your far m expenses on page 3 of Form 1040 F not
only the expenses of the timber operations, but also an allowance ( depletion) for a return of your original capital investment in the timber cut.
For example, if, when you bought the farm, you estimated the timber was
worth $1,500 and this year you cut and sold one-fifth of the timber, you
may deduct $300 (one-fifth of $1,500) as depletion (a return of capital).
The profit on the timber becomes part of your net farm profit and is taxed
at going rates.
If your timber operations were large, you probably will want to discuss the other methods with your Collector of Internal Revenue, his deputy,
or some other tax .authority, because of the possible tax savings.

Development Costs

Jl )

Amounts spent in developing orchards and farms generally must
treated as capital investments, some of which are depreciable, and some,J )
[ 16]

.mst be added to the ·value of the land. Some typical items, the cost of
which must be treated as capital investment, are: clearing brush, trees,
and stumps, leveling and conditioning land ; the cost of trees, and the
planting of trees; installing drain tile or ditches ; straightening creek beds ;
construction of terraces or ponds; and constructing tanks, reservoirs, dams,
irrigation systems or roads.
In determining whether or not par ticular expenditures must be added
to the cost basis of the land or can be depreciated they may be divided into
two broad classes :
1. Development costs incurred in clearing land, or earthen improve-

ments. These cannot be depreciated, therefore, their cost should
be added to the value of the land. This type of development cost
includes, land leveling, terracing, earthen dams for farm ponds,
ditches, clearing land, stump and timber, earthen · irrigation
ditches, etc.
2. Development costs incurred in the installation of other than earthen
improvements. These costs can be depreeiated over. the years of
·life expectancy. This type ot development cost includes tiling,
masonry work such as concrete spillways, reservoirs, etc~, and
fruit trees.

Payments of a capital nature must always be capitalized,. but during
the development period when no income is being produced the tax payer
may elect to treat operating expenses such as those for upkeep of grove
or orchard property, truces, water for irrigation purposes, cultivating and
spraying of trees, as either capital investments in the orchar<! or grove, or
current expenses.

Election as to Commodity Credit Loans

When a farmer obtains a loan from the Commodity Credit Corporation and pledges his crops as security, the proceeds of the loan would not
ordinarily be considered as income when received. Income would not be
realized until the pledged crops are sold. If they are sold in a later year,
the production expenses incurred in the previous year could not be deducted to ·reduce that income.
To provide relief, the income tax law permits the farmer to choose
to include the amount of the loan in his income in the year in which it is
received, instead of in the year when the commodity is finany sold. If he
once makes such an election, then he must follow this method in succeeding years, including in his gross income all amounts reeeived in those
years as loans from the Commodity Credit Corporation, unless he secures
the permission of the Commissioner of Internal Revenue to change to a
different method of treatment.
To secure such permission, an application to change the method and
~ e basis of the return must be filed with the Commissioner within the
•
r~t 90 days of the taxable year t o be covered by the r eturn .

a.\
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When Commodity Credit Corporation loans are settled they are usU::
ally settled in one of two ways. The crop is either delivered in payment
of the loan or the loan is paid off and the crop sold on the market. At the
time the Commodity Credit Corporation loan is settled, if more is realized
from the commodity than the amount of the loan, the difference is included as gross income the year the crop is sold. This procedure applies
when the Commodity Credit Corporation loan has been included as gross
income.

QUESTIONS AND ANSWERS
What are the Important Recent Changes?
A recent law enacted by Congress permits a farmer who is on the calendar year basis to file his 1949 Federal income tax return and pay the
total tax owned by January 31, 1950 in lieu of estimating his tax liability
and p~ying the tax by January 15, 1950. If he prefers he may make a
declaratio111 of estimated tax and pay that amount by January 15, then
file his final return by March 15, 1950. The new bill makes no provision
for filing an estimate after January 15.

How Do Partnerships Report?
A partnership does not pay any in~ome tax, but it must file an infor-

matio11 return on Form 1065. This form, which may be supported by de-

tails on Fol"Jil 1040 F,. shows the amount of income of the partnership and
how this ineome is distributed among the partners. Each individual partner Ulen includes in his income on Form 1040 his share of the partnership
income. The ordinary landlord-tenant relationship does not constitute a
partnership.

How Do You Report Pati·onage Refunds From Cooperatives?
Patronage refunds received as cash, or in the form of stock certificates
from farm cooperatives generally should be included in farm income on
Form 1040 F. Cooperative refunds arising from expenditures for groceries
or other personal non-business purposes, usually do not enter into taxable
income computations. Refunds arising from the purchase of depreciable
items, such as machinery, should either be added to income or be used t o
reduce the cost ha.s is of the items and not reported as income. Dividends
or interest on stock owned in cooperativ_es should be reported as incomP-> \
on Form 1040. (See page 10 of Form 1040 Instructions entitled "How t'- __./J
Prepar e Your U. S . Income· Tax Return ."
-->
[ 18 ]

1

~ow Do You Handle Trade-In Allowances?
. When one machine is traded for another, the cost basis of the new
machine is the cash difference plus the depreciated cost ( cost less depreciation) of the machine, or machines, traded in. This method holds true
whether or not a machine is traded for a like machine or for a different
machine. Neither the retail price of the new machme-0r the trade-in allowance
the om machine would enter into the computation. Examples: A
farmer has a horse-drawn binder the book value of which ( cost less depreciation) is $50 and trades it for a combine·paying $1800 difference. The
cost basis of the new combine would be $1800 paid plus $50, (the depreciated cost of the machine traded in), or $1850.
Another farmer has a tractor the book value (cost minus depreciation)
of which is $400. He trades this tractor for another tractor which has a
p:rice tag of $2,000. The dealer allowed him $900 for the old tractor on a
trade for the new one. This means that he delivered the old tractor and
$1,100 cash difference for the new one. Since the book value of the old
tractor was $400 the cost basis for the new machine would be $400 plus
$1,100 (cash to boot) or $1,500. If the old tractor had been sold outright
for $900 rather than traded in and a new one purchased for $2,000, the
cost basis of the new tractor would be $2,000 because no trade-in would be
involved. However, there would be a profit of $500 ($900 sale price leas
$400 book value) on the old tractor. This $500 should be reported on
Schedule D (file with Form 1040). This type of accounting causes the
farmer to show $500 profit the year of the transaction for the privilea:e
of charging a little more depreciation on the new tractor each year over
a period of years.

for

Is the Amount Received From the Sale of a Farm Taxable?
The sale of a farm may include the following:
(a) Livestock and crops held for sale in the ordinary course of business. Net income from their sales is fully taxable as ordinary income.
(b) Good will-This is always a capital asset and if the farm had
been held for more than six months, only one half of the gain is taxable
or one half the loss is deductible.
(c) All other farm property:-The income tax law has a special provision for grouping gains and los~es from the sale of depreciable property
or farm land ( which is not inventoriable or held for sale in the ordinary
course of Business) and which has been held for more than 6 months. If
a net gain results after fully taking all such items into account, only one
half each gain is taxable and only one half of each lm~s if allowable is
deductible. The sale of a farm must be reported on Schedule D ( file with
,,orm 1040). Briefly, the gain is calculated by adding the sale price and
«he amount of depreciation that was allowed ( or was allowable) during
_)period of 0W11ership. From this figure subtract the purchase price ( or the
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March 1, 1913, value if owned, prior to that time), the cost of majo ...
improvements added and the cost of selling.
The sale of a farm may affect the income tax obligations of the tax
payer by hundreds of dollars. It is therefore, suggested that any person
who sells a farm should get the assistance of an Internal Revenue official
or other competent income tax authority in making his tax return.

How Do You Report Agricultural Program Payments?
All government payments, such as those for approved conservation
practices, must be included in gross income, whether received in cash or
in materials such as fertilizer or lime. Where fertilizer was received under
a government program, include the value of the fertilizer in income and
offset this receipt ·by an entry under expenses covering the value of the
fertilizer ( as figured in the government program) plus any cash handling
charges. Where the government payments are based on improvements
such as the construction of terraces and ponds, or on lime spread on the
land, there may be no offsetting entry under current expenses. An expenditure for terraces and ponds represents capital investment and should
be added to the cost of the land. The cost of lime should be handled as
discussed in the next question.

How is the Cost of ~iming Handled?
If the benefit from lime is essentially limited to one year, or if maintenance applications are made each year, the cost is a deductible expense
in the year the lime is spread. If, however, the benefit extends over a
number of years, the cost should be distributed over such a period. The
porUion of .the cost attributed to each year need not be the same if the
annual benefits from the liming are clearly greater in the early part of
the period than in the last.

Can Wages Paid to Your Child Be Deducted as an Expense?
Reasonable cash wages paid by a father to a minor child for work
actually performed as a bona fide employee in the farm business may be
deducted as a business expense. Such wages are included in the income
of the child and may result in the child having taxable income. If the
father takes the child's earnings and utilizes them for his own purposes,
or if the father requires the child to purchase his own clothing or other
necessities which the father is obligated to furnish, the deduction of the
child's earnings as a business expense will be disallowed to that extent.

Can Board of Hired Labor Be Deducted?
Board and room and supplies furnished to hired labor is deductib]~
only to the extent that it is purchased by the farmer. This excludes fooa
raised on the farm and used in boarding laborers.
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~re Livestock Death Losses Deductible?

Cash basis: If an animal that was born and raised on your farm dies,
you cannot deduct for it, because the cost of raising the animal has been
deducted as operating expenses previously. If the animal was purchased,
you can deduc.t your . loss, but the method of deducting it depends on the
cause of the death of the animal. (The amount of your loss is the cost
of the animal, less depreciation and any insurance received.) If the animal
was killed by a destructive force, such as iightening, or by order of governmental authorities (because of disease), the loss should be handled in
Schedule D, Form 1040. If the loss was by natural causes, such as old age
or sickness, the amount of the loss should be entered on the blank line of
the summary at the bottom of page 1, Form 1040 F, with an explanation.
Accrual basis: When the value of the animal appears in the beginningof-year inventory and not in the end-of-year inventory, the loss is automatically accounted for in the change in inventory value. Any money received from insurance or indemnity would be entered as other farm income.

Is the Loss of or Damage to a Growing Crop Deductible?
No, but any insurance received as a result of such loss or damage
should be reported as other farm income.

What Business Outlays Are Not Deductible as Cash Expenses?

Capital investments and repayment of debt principal are not deductible as current operating expenses. Capital investments include new
equipment, new buildings, major improvements to old buildings, and major
overhaul of machinery. The line between ordinary repairs and major improvements is often hard to draw. The general rule is: If the improvement substantially lengthens the life of the building or changes the use
of the structure, it should be considered a capital investment. In such cases
add the cost of the improvement to the amount shown on Form 1040 F,
Page 3, Depreciation, columns 3 and 6. If necessary the life expectancy is
changed to the new estimated life, and entered in column 7 of the depreciation table, Form 1040 F. Thereafter the amount of depreciation claimed
oach year will be the new cost divided by the estimated life.

Who May Be Claimed as a Dependent?

Under the present law, a taxpayer may claim credit for a child or
other "close relative" if he furnished over half the support and the dependent's income is less than $500. The instructions "How to Prepare
Your U. S. Income Tax Return" on Form 1040 gives a complete explanation of who is a close relative for this purpose.
a
A taxpayer does not include the income of his children or other de~.iendents on his return. But if a child, for example, has $600 or more
~ncome, a return must be filed by him or in his behalf .
. [ 21]

>
Should Separate or Joint Returns Be Filed?
The Revenue Act of 1948 permits husbands and wives to divide their
income for tax purposes. This is permitted only when a joint return is
filed. This is accomplished on Form 1040. Unless the taxpayer had unusually large medical bills paid during the year or other unusual situations,
it is usually advantageous taxwise to file a joint return when a tax is
due. When a joint return is made, the tax is computed on the combined
income of the husband and wife and the total liability is assumed by
either or both.

\Vhat About Hired Farm Workers?
A hired farm worker who expects to earn $600 or more during any
calendar year should file a declaration of estimated tax (Form 1040 ES)
by March 15 of the current year.
The hired worker includes in his income, at a fair market value, the
board and lodging that he receives unless such board and lodging are not
compensatory because it is necessary for him to live on his employer's
premises in order to fulfill his duties. For example, if the worker must
be available at the farm at all times for emergencies, and if he receives
full wages in ca~ at the regular scale, the value of board and lodging
. would not be included in the worker's income.

Where Can I Get Help to Fill Out My Forms?
Many taxpayers prefer to use the services of a person who works with
income tax forms rather than fill them out themselves. Representatives of
the Collector of Internal Revenue Office are available insofar as their services can be spread. Other people make it a business to help individuals to
prepare their returns.
Regardless of the assistance obtained by the taxpayer, it should be
remembered that he and he alone assumes full responsibility for the accuracy and completeness of the figures included in the income tax return.
Whether professional services are used or you fill out your own forms,
there is a minimum of information that must be collected in advance, if
the return is to be reasonably accurate. This information includes a record
summary of all farm business receipt and expenses, a record of profits
or losses on the sale of purchased livestock, ·a depreciation schedule for all
farm buildings, machinery and other depreciable property and all income
and expenses of a personal nature that should be taken into account.
Farmers should collect this information _as the year progresses in some
kind of organized system of records rather than trust to memory
meager records at tax reporting time. It is well to remember that the t~ __,,/
return is no more accurate than the information that went into it.
[ 22]
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• • n You Carry Back and Carry Forward Net Operating Losses?
If you show a net loss on your return for the current year, (because
of unprofitable farm operations) you can use this business loss to offset
income in other years. If you .paid a tax in either of the two preceding
years you can claim a refund based on refiguring your previous year's
taxea, taking into account the current loss. You can also carry a remaining excess of the net operating loss forw:ard for two years .. A 1949 operating l.oss should be used first to claim a refund ( on Form 843) of taxes
paid on 1947 incomes. Any unused operating loss next should be used to
claim a refund of taxes paid on 1948 incomes. If this still leaves some unused loss, use it to offset income in 1950 and 1951, in that order. In carrying forward operating losses those on the cash basis should report the loss
on line 8, page 1, of Form 1040 F. Those on the accrual basis should report
their losses on line 9, page 2, of Form 1040 F, or line 19, Schedule C, of
Form 1040 whichever is used in making the return.

\Vhat Recourse Have You if Your Return is Questioned?
If your return is questioned and, at a conference with a local representative of the Bureau of Internal Revenue, payment of additional tax
is required, you may ( 1) ask for a so-called "30-day letter" explaining the
basis for the additional tax; or (2) if it is clear to you that you owe the
amount requested, sign a waiver and pay the additional tax. If you are
not satisfied with the explanation contained in the "'30-day letter," you
should not sign a waiver but should request a hearing before a representative of the Collector's Office or of the Internal Revenue Agent in charge,
whichever office sent the letter. If your conference is with the Collector
and no agreement results you can request a conference with the revenue
agent in charge. lf no agreement results from this conference you can request a conference with the technical staff. These steps are all available
without the necessity of court proceedings. The receipt of a 30-day letter
gives the taxpayer 30 days from the date of the letter in which to decide
whether the additional tax is owed or whether he wishes to request a
hearing.

CHECK LIST OF FARM EXPENSES
In general, the farmer may deduct from gross receipts all expenditures directly connected with the farm business, except those which represent capital investments. These capital investments may not be deducted
from gross operating receipts except through depreciation or depletion.
Any of the items in the list below may properly appear among the farm
~ xpenses unless they represent capital expenditures~ Some farmers may
~ v e other expenses, not included in this list, which are deductible. Various expenditures, like those for the automobile, electricity, or telephone,
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•

may be partly business and partly personal. For all such items, make tlA
best possible division between business and personal and deduct only tha,.
portion which has to do with the business in arriving at the net farm profit .
Labo, BiruJ
Day labor
.
Season II year labor
Piece wort
Cub board
Feed Bn1J,1

Grain
Other concentrates
Beet pulp
Feed mixing hired
Hay
Other roughage

Seeds & Pla,.ts Bn1ht
Corn
Oats

Wi!at

Other pains
Legumes
Grus
*Vegetables
Seed miitures
Seed treatment
Plants II Vines bought

Machine """" wed
Tractor
Silo filling
~:'?erba~~\ine work

Svpplies Bov1ld
Strainer discs
Washing powders
Leg bands
*Stamps & stationery
•Light bulbs & Fuses

Ferlilua 1Jow1ld
Mixed fertilizer

Tyh,, Jlalerial
Ware

Rope
Twine
Rubber bands

Jnsecl a,sd Disease Co,.trol
Sprays
Dusts
Other materials
Comai,aa-s
Bags

Bo:a:es

Egg cases
Poultry and other crates
Baskets
Cans and pails
Bottles and caps

Machi,.e,y Repairs
Machine-shop work
fff~mhhtswork
Harness repairs
*Farm Bldf. Re,airs
Roofing
Painting
Plumbing
Wiring
Cement
Lumber
Glazing
Nails, Screws, bolts
Greenhouse
Cold frames
Livestocl, Fees
Breeding
Registration, transfer
Cow testing
Exhibition
Sheep shearing

Phosphate
Potash
Nitrogen
Lime
Manure

Veierl~

Veterinary equip't
Dips
Disinfectants
Fly control
Medicines
Vaccines
Poultry flock treatment
Dehoming

Fuel, Li1/sl & Power
Gasoline
Fuel oil
Oil and grease
Coal
Electricity
*Taxes
Real Estate
Other farm property ,
Auto & truck use tax
lflSVra1tee Pre•iums
*Farm buildings
Livestock
CroP?
Acadent & Liability

I,sterul Paid

Notes
Chattel mortgages
Real estate mort.

..,_ c.,•
Pa.hire

c~__ lud
BuildlDp

Truca,., Hired

Hauling crops
Hauling livestock
Hauling milk
•other hauling
•Freight & expreis
•Parcel post

•Avto aJtd Truell
Gas
oil

and

Antifreeze
Repairs
Tires
Operator's license

Insurance

Povllry Bn1/,I
Chicks and poults
Other poultry
Hatching eggs
Custom hatching
M sscellaneo,u
Commissions
Advertising
Storage
Farm papers
Bedding & litter
Small tools and
equipment
Fencing materials
*Telephone
Farm organization dues
Farm business travel

~ t i c u l a r care should be used with these items to mak,e sure that personal expenses are not included.

Farm Income: The sale of any of the items listed below constitutes
farm income. Some farmers will have other sources of farm income that
do not appear on this list.
•uvutocl,
Feeder pigs
Boars
Fat hop
SoG_w.~
11

sia;

J~~t~ttle
Veal calves
Heifers
Cows
Bulls
Lambs
Ewes
Rams
Goats
Horses
Mules
Hens
Broilers
Frying chickens
Turkeys
Ducks

Geese

Bees

Lsvulocl, Products
Milk
Buttermilk
ECheese
D ~ poultry
Dressed meat
Wool
Lard
Hides
Honey

*Woodla--' Produc•s
...s
•
Standing trees
Logs
Posts
Poles
Ties

Fuelwood
Mine props
Christmas trees

Crops

i~~d c=

Sweet com

~k~tns

Oats
Rye
Barley
Sorghum
Grass seed
Clover seed
Lespedeza seed
Alfalfa seed
Tomatoes
Potatoes
Tobacco
Pumpkins
Melons
Pickles

Mint
Apples
Peaches
Pears
Berries

~i~e vrup

MisceUGIIUIU
Custom work
Machine rental
Breedina fees

Mdse. for produce
Rent received in aop
shares
Agricultural pn,aram
payments
Insurance rec'd on ION
of growing crops
Sales of ,ravel
Cash rent
Refunds (of itelm
claimed as expeuea )
Patronage refunda

• Under certain conditions some of these items mq be treated u the llllle of capital usets (see pap 6) .
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